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BRITISH CAPITAL ABROAD. 

BY MICHAEL G. MULHALL, E.S.S. 



The rapid growth of British investments in foreign conn- 
tries is one of the most striking features of the concluding quar- 
ter of the nineteenth century. Widespread and vast as is the 
colonial empire of England, the rule of British capital is still 
more extended. It may be termed universal; for there is hardly 
a nook or corner of the globe where we are not confronted with 
docks, railways, shipping, banks, newspapers, water works, tram- 
ways, factories, etc., bearing the hall-mark of British gold, as con- 
spicuous as the letters, "S . P. Q. E.," in ancient Rome. The 
heart of the true-born Englishman swells with pride at this mani- 
festation of British wealth and enterprise, and yet he is, perhaps, 
mistaken in his reading of the oracle. And here, by way of 
preamble, it may be well to lay down a few general remarks, viz.: 
(1.) Investments abroad are a portion of the floating capital of 
a nation ; (2. ) The floating capital of Great Britain is much 
larger than that of other European countries ; (I.) Floating 
capital may increase or diminish without reference to national 
wealth ; (4.) Borrowing countries are sometimes richer than 
those that lend ; (5.) Any arguments based on the overflow of 
capital as a proof of prosperity are fallacious. 

1. — FLOATING CAPITAL. 

Under this heading are comprised all stocks and shares, of 
whatever kind, that may be transferred from hand to hand at a 
moment's notice. It includes not only every variety of joint- 
stock companies, but also all public debts, national or local, and 
hence must always be considered apart from public wealth. Any 
fresh issue of public debt increases floating capital, but adds~ 
nothing to a nation's wealth; in like manner, a reduction of 



500 THE NORTH AMERICAN REVIEW. 

debt reduces floating capital, without detracting from the public 

fortune. Although there is no relationship between the two, it 

is well, for the sake of comparison, to place side by side the 

latest estimates of wealth and floating capital of the principal 

European States, viz.: 

Millions of Dollars. Dollars per Inhabitant. 

Wealth. Float. Capital. Wealth. Float. Capital. 

United Kingdom.. 59,100 21,200 1,480 536 

Prance 48,400 18,160 1,260 340 

Germany 40,200 7,360 790 144 

Russia 32,100 2,030 805 18 

Austria 22,600 1,960 525 46 

Italy 15,800 1,410 510 46 

Belgium 4,900 1,420 790 225 

Holland 4,400 1,090 980 240 

Eight countries 227,500 49,630 700 154 

Neymarck showed in 1895 that the floating capital of France 
consisted of 10,820 million dollars at home and 2,340 millions 
invested abroad. An official return for Belgium, in March, 1898, 
sums up 1,420 million dollars. The figures for the other coun- 
tries in the above table (except the United Kingdom), are taken 
from a table published by L'Economiste Frangais in 189 7. If we 
make a reasonable estimate for countries omitted, the total float- 
ing capital of Europe will be found to reach 52 milliards (52,000 
millions) of dollars, which may be classified under three heads, 
as in the following table: 

Millions of Dollars. 

■ _^ 

1848. 1870. 1897. 

D e bts 8,260 15,820 27.500 

Railway Stock* 2.020 6,380 12,800 

Miscellaneous 2,060 4,440 11,700 

Total 12,340 86,640 52,000 

Thus it appears that the floating capital of Europe has 
doubled since 1870, and quadrupled since 1848. Debts, national 
and municipal, have risen with astonishing rapidity, and the joint 
stock system has received unprecedented impulse from the on- 
ward march of commerce and civilization, calling for new rail- 
ways, banks, mining and other enterprises, in all parts of the 
world. 

2. — NEW CAPITAL CREATED 

In 1893, Neymarck published a statement of the issue of new 

capital in Europe during twenty-two years, thus: 

•This item represents the value of European railways at the respective dates, 
after deducting State railways. 
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Millions of Dollars. Millions of Dollars. 

_ t 

New Capital. Yearly. France took Yearly. 

1871-85 20,100 1,340 4,120 275 

1886-92 10,100 1,443 1,410 200 

Twenty-two Years. .. 30,200 1,378 6,520 251 

Hence it would appear that the normal increase of floating 
capital in France is between 200 and 250 million dollars, or about 
half what it is in Great Britain. Meantime, the unfortunate re- 
sult of the Panama Canal and the Dreyfus agitation have evi- 
dently had a depressing effect on French enterprise, the creation 
of new capital in 1897, according to UEconomiste, having been 
as follows: 

Millions of Dollars. 

Loans. Companies. Total. 

GreatBritain 105 645 650 

Germany ..- 90 865 455 

Russia 23 125 148 

France 8 77 80 

Austria 32 20 52 

Other countries 97 88 185 

Europe 350 1,230 1,570 

Although the creation of new capital since 1870 has aver- 
aged about 1,400 million dollars yearly, the actual increase has 
been much less. The floating capital of Europe, as already 
shown, rose from 26| milliards of dollars in 1870 to 52 milliards 
in 1897, being an increase of only 944 millions per annum, or 
two-thirds of the nominal amount of new capital issued. This 
is easily understood when we call to mind that numbers of joint- 
stock enterprises either die in their infancy or have a brief ex- 
istence. The lamented Neumann Spallart, shortly before his 
death, published a summary of the increase of floating capital 
in Europe, in a period of five years to the end of 1885, as 

follows: 

Millions of Dollars, Yearly Average. 

Loans 1,840 368 

Railways 1,635 327 

Banks .. 550 110 

Mining 175 35 

Electricity.. 150 30 

Newspapers 125 25 

Sundries 375 75 

Total 4,850 970 

The correctness of Spallart's estimate for the period in ques- 
tion is fully borne out by the result above alluded to, showing 
an increase of 944 million dollars yearly between 1870 and 1897. 
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The net increase of floating capital in Europe, therefore, during 
the last thirty years, has averaged three million dollars daily. 
We shall presently see what portion of the same belonged to 
Great Britain. 

3. — OVEBFLOW CAPITAL. 

In some countries, notably in Great Britain, the increase of 
floating capital has been more rapid than the requirements of 
internal industries, and for this reason there has been an over- 
flow of capital which has not only been beneficial to neighbor- 
ing countries, but has fertilized many of the remote and hitherto 
unproductive parts of the earth's surface. On this subject, Mr. 
Georges Martin, of the Statistical Society of Paris, published an 
interesting statement, showing the number of securities of various 
countries quoted on the Stock Exchanges of Europe, viz.: 

Securities of 

United British South Other 

Held by States. Colonies. America. Countries. Total. 

Great Britain 341 473 230 569 1,613 

Germany 94 14 483 591 

Holland 128 10 ~11 237 386 

France ; 3 8 26 297 334 

Belgium 2 49 261 813 

Switzerland 9 2 12 120 143 

Other countries 4 21 25 

Total 577 493 S46 1,988 3,404 

It must always be borne in mind that the same securities are, 
in many instances, quoted on the various Stock Exchanges of 
Europe, and as the number quoted in London, according to Mr. 
Martin, is only 1,613, we may conclude that the total does not 
exceed 1,700. The above table, meanwhile, affords us no guide as 
to the approximate amount of capital lent by one country to 
another. If we examine the details of Mr. Martin's researches, 
which are too lengthy to be given here, we find that Bussian se- 
curities are largely held, not only in France, but also in Ger- 
many and Holland; that Spain and Italy draw capital from every 
country in Europe; and that the great bulk of Austro-Hungarian 
securities is held in Germany. We know, however, from inde- 
pendent sources, that the overflow capital of Great Britain is 
about 9,300 millions of dollars, that of Prance 2,340 millions, 
and we shall not be far astray if we estimate the total over- 
flow capital of Europe at 17,000 millions, or one-third of its 
floating capital. No other part of the world has any overflow 
capital. 
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4. — BRITISH FLOATING CAPITAL. 

The floating capital of the United Kingdom at three periods 
during the second half of the nineteeth century, was approxi- 
mately as follows : 

Millions of Dollars. 

1860. 1882. 1896." 

National Consols 8,700 3,500 3,200 

LocalStocks 100 400 700 

British Rails 1,706 8,500 5,500 

" Banks 600 900 1,200 

" Sundries 500 900 1,800 

Home Investments 6,600 9,200 11,900 

Foreign " 700 4,400 9,300 

Total 7,300 18,600 21,200 

The estimate made on the London Stock Exchange in 1883 
showed that the gross value of securities quoted was 25 milliards 
of dollars, of which 13J milliards were held in Great Britain. 
In 1896, the gross value would probably exceed 40 milliards, 
since the stocks held fn the United Kingdom (as shown above J 
exceeded 21 milliards. The "Bankers' Magazine" gives a list 
of 325 first-class investments, the quotations of which in Decem- 
ber, 1897, summed up a value of 16,400 millions of dollars; be- 
sides these, there are, as already shown, 1,300 investments of 
minor importance, held partially or wholly in Great Britain. The 
above table shows that British floating capital has trebled in 
36 years, while the wealth of the nation has only doubled; the 
increase of the former averaged 286 million dollars yearly from 
1860 to 1882, and 550 millions yearly from 1882 to 1896. Most 
people flatter themselves that commercial prosperity and float- 
ing capital go hand in hand, and that the latter is simply wealth 
in its most portable and useful form; hence its rapid increase is 
regarded as an unqualified blessing. This is, however, a mani- 
fest error. A country may be ruined by over banking, and in 
like manner by over capitalization. Therefore, a time may come 
when the floating capital of the United Kingdom will have 
reached such an amount as to cause motive for anxiety. 

5. — BRITISH INVESTMENTS ABROAD. 

If the increase of floating capital has been surprisingly rapid, 
the growth of foreign investments is unprecedented in the his- 
tory of nations. The Stock Exchange estimate for 1860 was 
700 million dollars, or less than 10 per cent, of the floating cap- 
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ital, whereas in 1896 British investments ahroad reached 9,300 

millions, or 44 per cent, of such capital, viz.: 

Millions of Dollars. 

I860 - 1882. 1896." 

Foreign Loass 300 2,000 3,200 

Colonial Loans 150 1,000 2,300 

Railways 150 900 8,100 

Banks, Mines, etc 100 500 1,700 

TotalForeign "700 4,400 9,300 

To go back no further than fourteen years, we find that, while 
home investments show an average growth of 200 million dol- 
lars yearly, the amount of capital that emigrated annually was 
no less than 350 millions. Money, like water, is said to seek 
its level; and, as it is impossible to find suitable means in the 
United Kingdom for the employment of fresh capital at a given 
rate of interest, the capitalists are compelled to export two-thirds 
of it to foreign countries, where it must necessarily be exposed 
to extra risk in case of war or international complications. Kisk, 
of course, implies higher interest, and the creation of so much 
fresh capital every year in England for exportation is only an- 
other phase or development of the gambling spirit, which is said 
to be inseparable from the business of the Stock Exchange. If 
capitalists would content themselves with less interest (and less 
risk), we should see the home investments increase faster than the 
foreign. There are numerous desirable undertakings in England 
for which the capital is not forthcoming. The eminent Ameri- 
can hydraulic engineer, Mr. Corthell, in his luminous report 
(1898) on the growth of commerce and steam shipping since 1840, 
shows that it will be necessary in a few years to deepen all the 
harbors and docks of Great Britain, as well as of all other Eu- 
ropean countries. Another beneficent enterprise would be to 
build Peabody blocks in every parish of every city in England, on 
the basis of drawing only 2 per cent, profit on outlay, so as to 
provide cheap and sanitary habitations for the working classes 
and even for the poor.. Nor would it be less praiseworthy for 
British millionaires to employ a portion of surplus capital in 
reviving those branches of manufacture in Ireland that were 
suppressed by penal laws of the British Parliament in the sev- 
enteenth and eighteenth centuries. It may, indeed, be absurd to 
expect that motives of philanthropy or justice could have any 
influence in the employment of capital. Investors look for a divi- 
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dend, and care little about legality of procedure or anything else. 
The Jameson raid in Africa is a fair exemplification of the 
moral code of joint-stock companies. Nevertheless, it is impos- 
sible to regard with equanimity the disclosures in the Hooley 
bankruptcy at London, or to shut our ears to the solemn warning 
of Lord Chief Justice Eussell, at the inauguration of the new 
Lord Mayor, on the iniquities connected with the formation of 
new companies. 

British capital in foreign countries has been, on the whole, 
a powerful agent of progress, and the effects produced by it have 
been in general of the most salutary kind. Like the overflow 
of the Nile, it has fertilized lands that would be otherwise arid 
and unproductive. It has opened fresh highways to commerce, 
and made all nations in some way tributary to England. Not- 
withstanding the chicanery and frauds connected with various 
South American loans, the people who advanced their money 
were the means of doing a vast amount of benefit to that part 
of the world, and of creating fresh markets for British manu- 
factures. 

We have, however, arrived at a period when the leaders of 
public opinion ought to give forth some sound advice and words 
of caution. The growth of floating capital must be kept within 
bounds, if we do not wish to see a repetition of the South Sea 
bubble. It is sufficiently ominous to mark that two-thirds of the 
fresh capital created in Great Britain since 1882 has taken the 
form of foreign investments. Not precisely that the United King- 
dom ceases to offer any fields for investment, but that the specu- 
lative spirit is now so rampant that millions of money can be 
obtained, at the shortest notice, for ventures in any part of the 
world. 

Michael G. Mulhall. 



